This paper aims to identify the effects of Islamic banking on economic growth and industrial development in Turkey. For this purpose, quarterly data for the periods between 2005 and 2016 were taken into the consideration. Additionally, VAR Granger causality analysis was used in this study. It was concluded that Islamic banks' loans do not have a significant effect on the improvement of economy and industry in Turkey. The main reason for this result is that Islamic banking has a very low percentage in Turkish banking sector. Thus, it can be said that Islamic banking in Turkey should be so developed that it can contribute to GDP growth and industrial development.
INTRODUCTION
Islamic banking has become very popular especially in recent years. The main difference of Islamic banking system from traditional banking system is that there is no interest in this system. In other words, when people deposit their money to traditional banks, they have a guarantee to get previously determined amount of interest at the maturity. On the other hand, people do not feel certain in this respect when they deposit money to Islamic banks. They get the amount of profit sharing according to the profitability of these banks (Hassan and Bashir, 2003) .
There are some reasons with respect to the appearance of Islamic banking system. First of all, religious reasons are very significant for this situation. Because interest is strongly prohibited in Islam, Muslim people need a banking system that does not have interest. In addition to the religious reasons, social reasons also play an important role in the appearance of Islamic banking system. It is believed that interest causes income inequality among people. Therefore, a new banking system without interest is needed to prevent this problem.
It is thought that Islamic banking system has many advantages in comparison with traditional banking system. Firstly, it increases liquidity in the market because Muslim people deposit money to the banks. Secondly, it plays a very significant role in decreasing the unemployment rate in the country since these banks employ new people. In addition to these factors, it also helps to increase production in the country by giving loans to the companies. Considering this situation, it can be said that Islamic banking system contributes to economic improvement in that country (Furqani and Mulyany, 2009) .
The popularity of Islamic banking system has increased in Turkey especially in last 10 years. According to the data of Participation Banks Association of Turkey, the total assets of Islamic banks in Turkey increased from 10 million TL in 2005 to 120 million TL in 2015. In addition to this issue, total loans of these banks exceeded 77 million in 2015 whereas they were just 7 million TL in 2005. On the other hand, Islamic banks have only 5% share in total banking sector in Turkey. In summary, it can be said that Islamic banks play a very small role in Turkey, but their popularity has been increasing over the years.
In this study, it is aimed to evaluate the effects of Islamic banks on industrial production and economic growth in Turkey. Within this scope, quarterly data for the periods between 2005 and 2015 is used for this purpose. Additionally, VAR Granger causality analysis is considered for this situation. Although the relationship between Islamic banking and economic growth was analyzed many times, there is not a study which focuses on the relationship between Islamic banks and industrial development. Therefore, it is thought that this study will make a significant contribution to the literature.
B.
LITERATURE REVIEW Although Islamic banking is a subject that attracted the attention of many researchers, there are not many studies in which the relationship between Islamic banking and economic growth is explored. In addition to this, it is observed that there is not any study in the literature that focuses on the relationship between Islamic banking and private investment. Some of the similar studies in the literature are detailed on Table 1 . Table 1 shows that there are lots of studies that underline the relationship between Islamic banking system and economic growth. Furqani and Mulyayn (2009) conducted a study to identify this relationship in Malaysia. They considered Johansen co-integration analysis to achieve this objective. They concluded that Islamic banking contributes to economic growth. Abduh and Omar (2012) , Tabash and Dhankar (2014a) and Tabash and Dhankar (2014c) also reached this conclusion with the help of the same method. In addition to those studies, Abduh and Chowdhury (2012) , Yazdan and Dastan (2013) and Tabash and Dhankar (2014b) emphasized the similar result with the help of Granger causality analysis. Furthermore, Kassim (2016) and Yazdan and Sadr (2012) used ARDL test and determined that there is a strong relationship between Islamic finance and economic growth.
In spite of these studies, there are also some other studies which concluded that Islamic banking does not have an important effect on economic growth. Johnson (2013) carried out a study in which 345 different Islamic banks were taken into the consideration. From the results of regression analysis, it was determined that there is no relationship between Islamic banking system and economic growth. Lebdaoui and Wild (2016) also reached this result with the help of the same method. On the other hand, Tajgardoon et. al. (2013) concluded that Islamic bank does not contribute to economic growth in the long run by using a different methodology. Similarly, Wahab et. al. (2016) identified that Islamic banking does not affect economic growth in Pakistan. Hachicha and Amar (2015) emphasized this aspect for Malaysia. METHOD While considering similar studies in the literature, it was determined that lots of studies evaluated the effect of Islamic banking on economic growth. Moreover, it was observed that different analysis methods, such as regression, Granger causality analysis and Johansen co-integration analysis were considered in those studies. Despite the abundance of studies in the area, it was identified that there is not a study which considers that the relationship between Islamic banking and industrial development. Therefore, it can be said that there is a need for a new study that analyses this concept.
In this study, growth rate of total loans amount of Islamic banks and industrial production index are taken into the consideration. Also, GDP growth rate is used in regards to economic improvement. Furthermore, quarterly data of these variables are analyzed and they are provided from the websites of Turkish Statistical Institute and Participation Banks Association of Turkey.
D. RESULT AND DISCUSSION
Granger causality analysis helps to analyze whether there is a causal relationship among the variables (Granger, 1969) . Before starting this causality analysis, firstly, optimum lag interval is determined. In this process, Akaike Information Criteria and Shwartz Criteria are taken into the consideration and the results are given on Table 2 . Table 2 shows that most of the "*"symbols are located on the third lag. Therefore, in Granger causality analysis, optimum lag levels will be chosen as 3. Table 3 gives information whether Islamic banking loans cause economic growth and industrial production. As it can be seen, probability values of both null hypothesis (0.1689, 0.8427) are higher than 0.05, therefore, none of the null hypothesis can be rejected. Hence, it was concluded that there is not a causality relationship between Islamic bank loans and economic growth and industry production in Turkey. Johnson (2013) , Lebdaoui and Wild (2016 ), Tajgardoon et. al. (2013 ), Wahab et. al. (2016 and Hachicha and Amar (2015) reached the similar conclusions in their studies. The main reason behind this situation is that the percentage levels of Islamic banks in Turkish banking sector is very low. Because of this situation, it does not contribute to economic and industrial improvement. The main purpose of this study is to evaluate whether Islamic banking system contributes to industrial production and economic growth in Turkey. Within this scope, quarterly data for the periods between 2005 and 2016 were taken into the consideration. Furthermore, VAR Granger causality analysis was used in order to reach this objective. Optimum lag interval is defined as 3 by considering Akaike Information Criteria and Shwartz Criteria.
From the results of the causality analysis, it was identified that there is not a causality relationship between Islamic bank loans and economic growth and industry production in Turkey. In other words, Islamic banking sector in Turkey does not have a contributing factor to the economic and industrial improvement. This is mainly because of the low percentage of Islamic banks in Turkey when compared with traditional banks. Hence, it will be better to carry out this analysis again when the size of Islamic banks in Turkey has increased. Although a lot of studies have analyzed the relationship between Islamic banks and economic development, there is not a study in the literature that focuses on the effect of Islamic banks on industrial production. Thus, this study makes an important contribution to the literature by considering this factor in the analysis. Nevertheless, a new study that focuses on high number of countries with a longer period of time will be more beneficial.
